
section 228 of the delaware general
corporation law
section 228 of the delaware general corporation law is a critical provision
governing the rights of shareholders to obtain corporate records in Delaware
corporations. This section sets forth the procedures and conditions under
which shareholders can inspect and copy books and records of the corporation,
ensuring transparency and accountability within corporate governance.
Understanding section 228 is essential for corporate officers, shareholders,
and legal professionals involved with Delaware corporations, as it balances
the interests of corporate privacy with shareholder rights. This article
provides an in-depth exploration of section 228 of the Delaware General
Corporation Law, detailing its scope, the process for exercising inspection
rights, limitations, and recent developments. Additionally, it highlights
practical considerations for corporations and shareholders to comply with and
utilize this statutory framework effectively. The following table of contents
outlines the main sections of this comprehensive discussion.
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Overview of Section 228 of the Delaware General
Corporation Law
Section 228 of the Delaware General Corporation Law (DGCL) provides
shareholders with the statutory right to inspect certain corporate records.
This provision is designed to enhance corporate transparency by allowing
shareholders to review essential documents related to the corporation’s
operations, financial condition, and management. Delaware, known for its
business-friendly legal environment, codified these rights to balance
shareholder interests with the need to protect sensitive corporate
information. Section 228 applies to all Delaware corporations, including
publicly traded companies and privately held entities incorporated in the
state.



Purpose and Scope
The primary purpose of section 228 is to grant shareholders access to books
and records that are necessary to exercise their ownership rights
effectively. This includes reviewing documents that provide insight into
corporate affairs and governance. However, the statute also aims to prevent
unnecessary disclosure of confidential or proprietary information that could
harm the corporation’s competitive position. Thus, the scope of inspection
rights under section 228 is carefully delineated to protect both shareholder
interests and corporate confidentiality.

Types of Records Covered
Section 228 authorizes inspection of various corporate records, which
typically include:

Stock ledger and shareholder lists

Accounting books and records

Minutes of shareholder meetings and board of directors’ meetings

Other corporate documents as specified by the shareholder’s purpose

Access to these records must be for a proper purpose related to the
shareholder’s interest as an owner of the corporation.

Rights of Shareholders Under Section 228
Shareholders of Delaware corporations possess specific rights under section
228 to inspect and copy corporate records. These rights are fundamental to
corporate democracy, allowing shareholders to monitor management performance
and make informed decisions about their investment. The statute protects
these rights by outlining the conditions under which inspection may be
requested and granted.

Who May Inspect
Only shareholders of record in the corporation are entitled to exercise
inspection rights under section 228. This means that the individual or entity
must be listed as a shareholder on the corporation’s records. Additionally,
shareholders must demonstrate their ownership status to initiate an
inspection request.



Proper Purpose Requirement
A key condition for inspection is that the shareholder must have a proper
purpose. This purpose must be reasonably related to the shareholder’s
interest as an owner, such as investigating potential mismanagement,
evaluating the value of their shares, or preparing for a shareholder meeting.
Courts in Delaware have consistently emphasized that inspection requests
motivated by improper or personal reasons unrelated to ownership rights may
be denied.

Procedural Requirements for Inspection
Section 228 outlines specific procedural steps that shareholders must follow
to exercise their inspection rights. Adhering to these requirements is
critical for ensuring lawful access to corporate records and avoiding
disputes.

Written Demand
The shareholder must submit a written demand to the corporation’s registered
office or principal place of business. This written demand must state the
shareholder’s name, address, the nature and extent of their stock ownership,
and the purpose for requesting inspection. The demand should be precise and
comply with the statutory language to avoid rejection.

Timing and Response
Upon receiving a proper written demand, the corporation is required to permit
inspection within five business days. The corporation may provide access at
its principal place of business or another mutually agreed location. Failure
to comply with these timing requirements can result in legal consequences for
the corporation.

Scope of Inspection
The shareholder’s inspection rights extend only to the records related to the
stated proper purpose. The corporation is not obligated to provide documents
beyond the scope of the request. If disputes arise regarding the scope or
validity of the demand, court intervention may be necessary to resolve the
matter.

Limitations and Restrictions on Inspection



Rights
While section 228 grants important inspection rights, it also includes
limitations to protect the corporation’s sensitive information and business
interests. These limitations prevent abuse of inspection rights and safeguard
proprietary data.

Confidentiality Concerns
Corporations may limit access to records containing trade secrets,
confidential business information, or other sensitive material. Courts may
impose confidentiality agreements or protective orders to balance shareholder
inspection rights with the need to protect corporate secrets.

Improper Purpose and Abuse of Rights
Requests made for harassment, personal gain unrelated to ownership interests,
or to disrupt corporate operations may be denied. The proper purpose
requirement functions as a safeguard against such abuses, ensuring inspection
rights are exercised responsibly.

Judicial Remedies
If a corporation refuses a valid inspection request, shareholders may
petition the Delaware Court of Chancery for enforcement. The court has broad
discretion to order compliance and impose sanctions if necessary. Conversely,
courts may also deny inspection if the shareholder’s demand is improper or
overly broad.

Practical Implications for Corporations and
Shareholders
Understanding section 228 of the Delaware General Corporation Law has
significant practical benefits for both corporations and shareholders.
Corporations must establish internal procedures to handle inspection demands
properly, while shareholders should be aware of their rights and legal
requirements.

Best Practices for Corporations
Corporations can take several steps to comply with section 228 effectively,
including:



Maintaining organized and up-to-date corporate records

Designating responsible personnel to handle inspection requests

Responding promptly and accurately to written demands

Implementing confidentiality agreements when necessary

Seeking legal counsel to manage complex or contentious requests

Advice for Shareholders
Shareholders seeking to inspect corporate records should:

Confirm their status as shareholders of record

Clearly articulate a proper purpose in their written demand

Follow the statutory procedures precisely

Consider legal advice to ensure compliance and protect their rights

Be prepared to negotiate or litigate if inspection is improperly denied

Recent Developments and Case Law
Recent Delaware case law continues to shape the interpretation and
application of section 228 of the Delaware General Corporation Law. Courts
frequently address disputes involving the scope of inspection, the definition
of proper purpose, and the protection of confidential information. These
decisions clarify the parameters of inspection rights and provide guidance
for both shareholders and corporations.

Key Judicial Interpretations
Delaware courts have emphasized that the proper purpose requirement is
central to all inspection demands, requiring a factual basis for the
shareholder’s interest. Additionally, courts have reinforced that
corporations must act within the statutory timeframe when responding to
demands. Recent rulings also highlight the importance of balancing
transparency with protection of trade secrets.



Impact on Corporate Governance
The evolving legal landscape under section 228 encourages corporations to
adopt robust corporate governance practices. Transparency initiatives and
clear policies regarding shareholder requests have become standard to
mitigate litigation risks and enhance shareholder trust.

Frequently Asked Questions

What is Section 228 of the Delaware General
Corporation Law?
Section 228 of the Delaware General Corporation Law governs the procedures
for holding meetings of stockholders by means of remote communication,
allowing corporations to conduct stockholder meetings electronically under
specified conditions.

Can a Delaware corporation hold its annual
stockholders meeting entirely online under Section
228?
Yes, Section 228 permits Delaware corporations to hold stockholders meetings
entirely by remote communication, provided that the corporation ensures
stockholders have the ability to participate, vote, and verify their identity
during the meeting.

What requirements must be met for a stockholder
meeting to be valid under Section 228?
The corporation must adopt a bylaw or resolution authorizing remote meetings
and must ensure that participants can hear or read the proceedings,
participate in real time, vote, and verify their identity, ensuring the
meeting's integrity and transparency.

Does Section 228 require prior notice to
stockholders about remote meetings?
Yes, stockholders must be given notice of the time, date, and means of remote
communication for the meeting, similar to traditional meetings, to ensure all
stockholders have the opportunity to participate.

Are there any limitations on the types of meetings



that can be held remotely under Section 228?
Section 228 applies to all stockholder meetings, including annual and special
meetings, as long as the corporation complies with the procedural
requirements for remote communication.

How does Section 228 of the Delaware General
Corporation Law enhance shareholder participation?
By allowing remote participation, Section 228 facilitates greater shareholder
access and convenience, enabling stockholders to attend and vote in meetings
from different locations without being physically present.

Additional Resources
1. Understanding Section 228 of the Delaware General Corporation Law: A
Practical Guide
This book offers a comprehensive overview of Section 228, focusing on the
procedural requirements for stockholder meetings and written consents. It
explains the legal nuances and practical implications for corporate
governance in Delaware corporations. Ideal for lawyers, corporate officers,
and law students, it breaks down complex statutory language into accessible
terms.

2. Delaware Corporate Law: Mastering Section 228 and Stockholder Rights
Providing an in-depth analysis of stockholder rights under Delaware law, this
book centers on Section 228’s provisions for action without a meeting. It
explores case law, statutory interpretation, and the strategic use of written
consents to streamline corporate decision-making processes. The book also
addresses compliance challenges and best practices.

3. Corporate Governance and Section 228: Facilitating Written Consents in
Delaware
This text discusses how Section 228 enables corporations to act without
convening stockholder meetings through written consents. It covers the
statutory requirements, including notice, signature, and timing, and examines
the benefits and risks associated with this method. The book is a valuable
resource for corporate counsel and directors aiming to enhance governance
efficiency.

4. Delaware General Corporation Law Annotated: Section 228 Explained
An annotated edition of the Delaware General Corporation Law with a focus on
Section 228, this book provides detailed commentary, legislative history, and
cross-references. It aids readers in understanding the statutory framework
governing stockholder actions by written consent. Legal practitioners will
find it useful for research and case preparation.

5. Written Consents in Delaware Corporations: Navigating Section 228
This book is dedicated to the practical application of Section 228, exploring



how corporations can use written consents to bypass formal meetings legally.
It includes sample consent forms, procedural checklists, and analyses of
relevant court decisions. The guide supports corporate secretaries and legal
teams in ensuring proper compliance.

6. Corporate Law in Delaware: The Role of Section 228 in Modern Governance
Focusing on the evolving role of Section 228, this book examines how written
consents have transformed corporate governance practices. It discusses legal
trends, shareholder activism, and the balance between efficiency and
shareholder rights. The text is suitable for academics, practitioners, and
corporate leaders seeking a strategic perspective.

7. Section 228 Compliance Handbook: Best Practices for Delaware Corporations
This handbook provides step-by-step instructions for complying with Section
228 requirements, emphasizing practical tips and common pitfalls. It covers
notice requirements, consent validity, and record-keeping standards to ensure
enforceability. The book is designed for corporate secretaries, in-house
counsel, and compliance officers.

8. Delaware Stockholder Meetings and Written Consents: Legal Insights on
Section 228
Offering a comparative analysis of stockholder meeting procedures and written
consents under Section 228, this book highlights key differences and
strategic considerations. It reviews statutory language, judicial
interpretations, and policy implications for Delaware corporations. The work
is valuable for legal scholars and corporate advisors.

9. The Strategic Use of Section 228: Enhancing Corporate Decision-Making in
Delaware
This title explores how corporations leverage Section 228 to expedite
decision-making by adopting written consents. It discusses strategic
benefits, potential legal challenges, and governance impact, supplemented by
case studies and expert commentary. The book is aimed at senior executives,
board members, and corporate counsel.
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